INTRODUCTION
Ownership composition is recognized as one of the numerous factors that determine financial characteristics of the firms (Boubakri et al., 2004; Bhagat and Bolton, 2007) . Shareholders diversity, with distinct interests and expectations about the investees, influences managerial decisions and financial results of the companies. Moreover, globalisation phenomenon and spread of multinational businesses have a considerable influence on worldwide economies, and thus, on local business environment as well (Lskavyan and Spatareanu, 2008) . Ownership is divided in both local and foreign shareholders, and its structure substantially varies across countries and firms. Thus, questions are raised regarding the differences in monitoring effectiveness, performance influence, interactions and strategic goals of both local and foreign investors. These topics are considered under-researched, and more evidence is demanded about the consequences of increased mixture of shareholders around the world (Ormazabal, 2018) .
Moreover, an important distinction exists among shareholders regardless of their country of origin. According to the purpose of their investment, owners are classified as transactional owners (which are only interested in the returns of their investment), and relational owners, or strategic shareholders (which target long-term involvement, and both profits and growth of the acquired entity) (Aguilera and Crespi-Cladera, 2016). It is intuitively clear that the relational or strategic owners are those that make an impact on the development of investee companies. Among those, four categories of investors can be defined: state, institutional investors, corporations, and individuals (including employees). Whereas ownership empirical studies mainly refer to state ownership, family business, or institutional investors, there is a lack of conclusive evidence regarding the influence of corporate ownership on the aquired entities. This paper aims to fill this gap and investigates the effect of corporate investors, both local and foreign, on financial performance of investee companies. Existing studies indicate mixed and contradictory results regarding the influence of foreign corporate ownership on financial characteristics of local firms (Konings, 2001 ; Masca and Ciupac-Ulici, 2013; Akman et al., 2015; Carausu, 2016) , and country context is a distinctive factor of the relation investors-investee. Therefore, the current study refers to the specific case of Romania, as a competitive frontier market in Central and Eastern Europe.
As strategic interests of investing companies vary, it is expected that local and foreign corporations exert distinctive monitoring and business influence on their investees. Romania, as a developing economy and frontier financial market, offers diversification opportunities to foreign investors. In the same time, similar to the other countries from the region, Romania internationally competes and seeks to attract foreign capital that contributes to its economic growth (Hansen et al., 2015) .
Thus, this study investigates the consequences of corporate investment in local entities in order to verify if generally expected benefits of foreign investors are significant for the local market. The research is conducted in the context of continuous movements of the foreign corporate investors in Romania. Some wellknown multinational companies are interested in the local entities, whereas other big players announce their intention to leave the country and close their operations in Romania. Institutional environment, political factors or the performance of the investee companies explain the changes in ownership structure of entities. This study analyses business results as a consequence of changes in ownership composition, and compares the influence of foreign corporate shareholders with local corporate shareholders.
All stakeholders and shareholders appear capable of influencing managerial actions to some extent, but on a different manner (Ormazabal, 2018) . The influence of foreign shareholders is characterised by high information asymmetries and liability of foreignness (Kang and Kim, 2010) , although it is associated with higher firm valuations, better operating performance, or lower capital expenditures (Ormazabal, 2018) . In contrast, literature lacks on evidence regarding the influence of local corporate shareholders. This study is innovative by questioning the financial effect of investments of both foreign and local corporations in local firms. This relationship is analysed over time and covers the period of transition and development of Romanian stock market, immediately after the reopening of Bucharest Stock Exchange (in 1995), until current years. It is noticed that ownership structure significantly changed during the studied period, 1997-2016, with a decrease of the state ownership in the public entities, and an increase of corporate shareholders, which strategically held a dominant share of local entities. At the moment of the study, 86 companies were listed on the regulated segment of Bucharest Stock Exchange. Due to missing data for time-dimension and exclusion of financial and utilies companies, a reduced sample of 65 firms was analysed (28 companies mainly held by foreign corporate shareholders and 37 companies mainly held by local corporate shareholders).
The results of fixed-effects panel regression analysis indicate that local corporations have a positive effect on profitability of listed investees, private ownership being beneficial for public entities. In contrast, foreign corporations do not influence the performance of their local affiliates. These findings raise questions and suspicions about the interests of foreign corporations that invest in Romanian entities. Moreover, these results may inspire policy-makers' decisions responsible for privatization of state entities or in charge with foreign investments policies, management and representatives of local entities, or foreign investors interested in Romanian companies. The study contributes to a better understanding of the ownership composition of local public entities, and its evolution over the last two decades. It shows that Romania has opened their capital market to foreign investors, but the result of foreign investment do not indicate a visible enhancement of performance of Romanian entities. It is the unique contribution of the paper to investigate the problem of corporate ownership in Romania, over the entire period of re-opening, transition and development of Bucharest Stock Exchange.
The content of the paper is structured as following: section two covers the literature insights and hypothesis development; section three presents the methodology and descriptive analysis of corporate shareholdings of Romanian listed companies; sections four presents the empirical study and discussions of the results; and section five presents the conclusions.
THEORETICAL BACKGROUNG AND HYPOTHESIS DEVELOPMENT
Existing literature presents various studies on performance and financial stability of state companies, implications of privatization process, competition between foreign and local entities, or the role and interests of institutional investors, in different contexts (Konings, 2001 ; Masca and Ciupac-Ulici, 2013; Akman et al., 2015; Carausu, 2016) . These studies indicate that the diverse types of shareholders, especially if they have a strategic position in terms of voting rights and control over the investee, express distinctive interests (Tam and Tan, 2007) . Accordingly, they influence the activity and performance of acquired companies (Chen et al., 2014a) .
Generally, it is assumed that foreign corporations are different from local ones by numerous aspects as: dimension and scale effects benefits, experience and notoriety in international transactions, superior technologies, organisational and managerial structures, financing opportunities, etc. (Narula and Pineli, 2016; Taran et al., 2016) . Local entities affiliated to foreign corporations are a kind of foreign entities as well, and thus, it is expected they have a higher financial performance in comparison with local firms. This is explained by the advantages of having a foreign shareholder, which is likely to significantly reorganise the activity and enhance the . On the other hand, the entities with local establishment have experience in the local business environment and a better knowledge of labour market, potential suppliers, available resources, customers' preferences, or local legislation (Dunning and Pearce, 1988) . Therefore, the differences between local companies with local ownership and those with foreign ownership have multiple forms.
According to Konings (2001) , who compared financial performance of foreign and local companies from Poland, Romania and Bulgaria, only foreign companies operating in Poland registered better results than their local counterparts during 1993-1997. Basti et al. (2011) observed as well that there are not significant differences in financial performance of manufacturing companies from Turkey either owned by local or foreign shareholders.
Phung and Mishra (2016) studied the influence of the various types of shareholders on financial performance of companies from Vietnam during the period 2007-2012. Their results show that there are non-linear relationships between financial performance and both state and foreign ownership of the listed firms, with positive influence in the case foreign investments. Like Romanian companies, many Vietnamese firms had operated in a centrally planned economy and then, passed through a partial or total privatization process during the period of transition to a market economy. According to Phung and Mishra (2016) , it seems that foreign ownership contributes to development of local companies.
Distinctive categories of shareholders influence owned companies in various ways. For instance, besides the broad interest of profit maximization, state companies have social and political interests such as decrease of unemployment rate or local production enhancement (Phung and Mishra, 2016) . Individual investors or family businesses have a positive effect on financial performance of their investees (Ongore, 2011) ). Existing studies indicate that there are various differences between subsidiaries of domestic firms and subsidiaries of multinational firms, and the main channel by which foreign entities outperform local companies is attributed to knowledge transfer and innovation (Lee et al., 2014; Berry, 2015) .
Previous research reported mixed results regarding Romanian context as well. According to Brendea (2014) , ownership concentration and ownership composition do not influence financial performance, but affects capital structure of listed entities. Masca and Ciupac-Ulici (2013) indicated that foreign ownership does not necessarily influence the performance and productivity of local entities, while Carausu (2016) found that foreign shareholders positively influence financial results of large listed companies from Central and Eastern Europe, including Romania. As a reply to these contradictory findings, we investigate the specific influence of both local and foreign corporations as shareholders on financial performance of listed companies from Romania.
Based on the aforementioned literature insights, we expect to notice a different influence of local and foreign corporate investments on financial performance of local investees, as expressed by the following hypothesis:
H1. Local and foreign corporations as shareholders of Romanian listed companies have a different influence on financial performance of investee entities.
As foreign corporations may invest in local entities for strengthening their position on the local market, for advantages in terms of access to resources, for diversification purposes (Dunning and Pearce, 1988) , or numerous other strategic reasons, it may be understood that their influence on local entities can be either positive or negative. Some of the same reasons may explain the local corporate investments on the listed companies, and thus, we assume that influence of local ownership on financial performance of investee can also be mixt. However, it is clear that business experience of local and foreign corporations as parent entities is different. Therefore, regardless of their distinctive influence, it is expected that both local and foreign corporations significantly influence the financial performance of local investees. This assumption is motivated by the presumed long-term interest of corporations in their investments.
DATA AND METHODOLOGY
First of all, we conduct a descriptive analysis of ownership composition of Romanian listed companies in order to provide a better understanding of the research context and its the specificities. The analysed period is 1997-2016 or since the Bucharest Stock Exchange became functional after the re-opening in 1995 until the latest available data at the date of the research. On the regulated segment of Bucharest Stock Exchange were listed 86 companies when the study was conducted. All companies were considered for analysis. The evolution of their ownership composition was investigated. Data was retrieved from Thomson Reuters Eikon database. Based on the dominant percentage of shares held by local and foreign shareholders, the dataset was divided into two sub-samples: sample of firms owned by local shareholders, and sample of firms owned by foreign shareholders. Moreover, regardless of the distinction local versus foreign, four categories of investors define the ownership of Romanian listed companies: state, institutional investors, corporations, and individuals (including employees). As expected, data exploration reveal that the ownership composition of Romanian listed companies significantly changed over time. As further detailed in Figure 2 , local ownership is represented by corporations, state agencies, institutional and individual investors, whereas foreign ownership is mainly represented by corporations, institutional investors, and some individuals. Individual foreign investors represent a minor category for Romanian stock market. This descriptive analysis of ownership structure indicates that Romanian financial market is stable and predictable. Corporations, either local or foreign, represent the dominant category of investors on the local market. It is expected that they will maintain the investments over time because the relationship between parent and investee entities is a business operating relationship. Therefore, studies of ownership structures, at least for Romanian setting, need to distinguish corporations or corporate shareholders as the dominant category of investors. It is relevant and interesting to analyse also the origins of foreign investors. From Figure 2 , it is noticed that foreign corporations increased their shares in Romanian market after 2005, since close to the accession date of Romania to European Union. As presented in Table 1 , Romanian listed companies attracted diverse foreign corporations from multiple countries since the same period, after 2005. Thus, companies from Western Europe, Cyprus, Belize or Cayman Islands, Russia, Saudi Arabia or the United States of America have invested in Romanian stock market. Considering that some of these countries are known as famous offshores, it is interesting to observe how these foreign corporations influence financial results of Romanian investees. Having understood the evolution of ownership composition of Romanian listed companies, we further design the empirical study of the influence of local and foreign corporations on financial performance of investee entities. In this regard, the dataset was refined in order to cover only the companies with corporate shareholders. Moreover, financial and utilities entities were excluded due to their distinctive business profile. Variations in number of listed companies over the analysed period (1997-2016), variations in ownership structure, and data availability restrictions led to a reduces sample size of 230 firm-years observations for the sub-sample of entities owned by local corporations, and 172 firm-years observations for the sub-sample of companies dominantly held by foreign corporations.
The variables were selected based on literature evidence. First, the two types of corporate shareholders, local and foreign investors, and the ratio of their shares held in total outstanding shares of the listed companies were considered ( Table 2 . According to the purpose of the study, the statistical method applied for investigating the influence of local and foreign corporate ownership on financial performance of the firms is least squares panel regression analysis, with cross-section and period fixed effects. The approach is similar to Brendea (2014) . Fixed effects are included in order to control for specific particularities of the individual companies and events that occurred during the analysed period (Baltagi, 2008) . The general specification of the applied model is:
where DV represents the dependent variable (ROA, respective ROE); Own represents corporate ownership (local -LO or foreign -FO); LnTA is the company size control variable, IFRS is the control variable for financial reporting standards, i stands for firm i, and t for period t; c i represent cross-section fixed effects, u t are the time fixed effects, and ε it is the error term.
Descriptive statistics of selected variables are presented in Table 3 . It can be observed that for both local and foreign corporate shareholders the ratio of shares held ranges from very small to almost unit values. This indicates that not all entities may be significantly influenced by their corporate investors. However, on average, the level of corporate ownership is close to 0.5 or above, which shows an overall dominance of corporate investors. In terms of performance, Romanian listed companies seem to have financial difficulties, as illustrated by minimum and mean values of ROA and ROE. The two sub-samples are comparable in terms of size of acquired entities, and IFRS adoption. More details regarding the relationships among variables are revealed by the results of correlation analysis, as presented in Table 4 . Surprisingly, correlation analysis indicates that nor local or foreign corporate ownership is significantly related to financial performance of listed firms. It also shows that control variables related to dependent or other independent variables differ between the two analysed samples. This suggests that entities owned by local companies are different in size and financial reporting practices then foreign owned entities. Whereas companies with local corporate ownership have operational performance (ROA) negatively associated with IFRS adoption, companies with foreign corporate shareholders have the overall business performance (ROE) positively associated with IFRS adoption. Moreover, the share of corporate ownership is positively correlated with the size of acquired entities for both sub-samples (local versus foreign corporate ownership). 
RESULTS
Despite of presumptions drawn from previous descriptive and correlation analyses, the influence of local and foreign corporate ownership on financial performance of Romanian listed companies is investigated through fixed effects panel regression analysis. Two distinct models are estimated for the two dependent variables considered: ROA, and ROE. The results for the companies with local corporate shareholders are presented in Table 5 . The estimated results indicate that local corporate ownership do not have a significant influence on the financial performance from operating activity. However, in comparison to ROA model, local corporations as dominant shareholders have a positive significant influence on the profitability of listed companies as measured by ROE. This can be explained by the investing and financing operations in which local entities are involved under the influence of the local shareholders corporations. These affect the investees' net income and are captured by the measurement of financial performance as ROE. Return on Assets is significantly related to companies size, and their total assets.
In contrast, the fixed effects panel regression analysis for the group of firms with foreign corporate shareholders reveals that foreign ownership does not significantly influence the financial performance of Romanian listed companies. The estimated results are presented in Table 6 . Although the sign of estimated coefficients are similar for the two categories of investors, local and foreign, they differ by their level of significance. From the perspective of performance of operating activity, it seems that neither foreign nor local corporations invested in or request the renewal of operating capacities of their investees. Moreover, thinking at the countries of origin of foreign corporations that invested in Romanian entities, most of them countries with a controversial reputation or tax regime, it is wondered what are the interests of these investors in their local affiliates (Mueller and Peev, 2007) . This represents a further research avenue inspired by the current study. It is known that foreign corporations invest in local entities for strengthening their position on the local market, for advantages in terms of access to resources or for diversification purposes (Dunning and Pearce, 1988 ), but it is surprising that their influence is not visible in terms of financial performance of the acquired companies.
Overall, our results are in line with Akman et al. (2015) who found that foreign ownership does not significantly influence financial performance of owned entities when financial performance is measured based on accounting data, such as ROA. Moreover, they partially support findings of Brendea (2014) , who indicated that ownership concentration has no effect on firm performance, and contradict the findings of Carausu (2016) , who indicated that foreign ownership significantly influence the financial performance of firms from Central and Eastern European region. However, our research hypothesis is confirmed, being found that local and foreign corporate ownership differ in their influence on financial performance of Romanian listed companies. Thus, our study emphasizes that local and foreign shareholders have a distinctive effect on the local entities, and that corporations, as shareholders, needs to be considered a distinctive category of owners, which should be analysed accordingly.
Corporate diversification of companies that invested in domestic listed firms can be theoretically interpreted through agency and resource-based perspectives. Corporate investments lead to market power advantages, ability to exploit excess firm specific assets and share resources with/ from acquired companies, tax and other financial advantages associated with diversification (George and Kabir, 2012) . On the other hand, diversifying activities of a firm can generate disadvantages, such as inefficient resource allocation or information processing problems (George and Kabir, 2012). Our results indicate that corporate investment efficiency is not reflected by the financial results of investee entities, and foreign shareholders do not enhance the profitability of domestic companies. In contrast, stronger business ties exist among local corporate shareholders and investees, and those are beneficial for domestic firms. This suggests that for future privatisation projects or strategic changes in ownership structure of domestic entities more credit should be given to local investors. Their monitoring and controlling abilities, and their involvement in investees' businesses have a positive effect on profitability. On the other hand, our findings suggest that foreign corporate investors may be also reserved in investing in local market due to the lack of association between financial performance of local entities and existing foreign ownership.
Additional robustness checks were conducted in order to prove the consistency of the estimated results. Herfindahl Index, as a measure of ownership concentration, replaced the ratios of shares held by corporate investors in empirical analysis. This index is determined as sum of squared ratios of shares held by each shareholder (Brendea, 2014; Chen et al., 2014b) . The estimated results are presented in Table 7 . The findings of the study remain similar and robust to changes in measurement of ownership variables. 
CONCLUSIONS
This study investigated the effect of ownership composition on financial performance of Romanian listed companies, during 1997-2016. It was revealed that corporate shareholders, both local and foreign, represent the dominant category of investors on local stock market. The analysis of their influence on financial performance, as measured by ROA and ROE, led to surprising results. Partially in line with previous literature, it was found that results from the operating activity are not significantly influenced by corporate ownership. However, the financial performance as measured by ROE is affected by local corporate investors. Moreover, although expected to bring benefits for local entities, foreign corporations as investors do not influence financial performance of Romanian listed companies.
This research is limited to only two indicators of financial performance, but reflects that corporations as investors influence the results of local entities from the perspective of overall business performance. With a considerable relevance for investors, managers and policy-makers, the study reveals the role of corporations as representative shareholders for Romanian stock market. Moreover, the study questions the interests of foreign corporate investors in local entities. Further research may consider the nature and origin of foreign corporate investors in order to investigate what are the motivations and purposes of their investments in Romania.
